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TO SECSTATE WASHDC PRIORITY 7154 
INFO AMEMBASSY BONN 
AMEMBASSY LONDON 
AMEMBASSY MADRID 
AMEMBASSY MOSCOW 
AMCONSUL OPORTO 
AMEMBASSY PARIS 
AMCONSUL PONTA DELGADA 
USMISSION NATO 
DIA WASHDC 

USCINCEUR VAIHINGEN GER 

CONFIDENTIAL SECTION 1 OF 2 LISBON 3313 

E.O. 11652: GDS 
TAGS: PINT, PGOV, PO 

SUBJECT: PPD SYG SA CARNEIRO'S ASSESSMENT OF POLITICAL 
SCENE 

REF: LISBON 3215 (DTG 141521Z MAY 76) 

SUMMARY: PPD SYG SA CARNEIRO TOLD ME HE HAD USEFUL 
MEETING WITH SOARES MAY 17. PPD WOULD OFFER NEITHER 
"SYSTEMATIC SUPPORT NOR SYSTEMATIC OPPOSITION TO 
SOCIALISTS." IT WAS PREPARED TO WORK WITH SOCIALISTS 
ON INDIVIDUAL ISSUES. PROBLEM AREAS WERE LAND REFORM 
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AND COLLABORATION IN THE ASSEMBLY. NEW GOVERNMENT WOULD 
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HAVE TO MAKE IMMEDIATE ECONOMIC DECISIONS WHICH WOULD 
LEAD TO STRAINS WITHIN SOCIALIST PARTY. PPD WAS GIVING 
HIGH PRIORITY TO STRENGTHENING ITS CAPACITY IN LABOR 
AREA. PARTY DID NOT INTEND TO MOVE IETHER TO THE RIGHT 
OR TO THE LEFT BUT WOULD PROBABLY IMPROVE ITS ORGANIZA- 
TION BY CREATING THE POST OF PRESIDENT AND PUTTING AN 
INTERNAL MANAGER IN SYG POSITION. END SUMMARY. 

1 . PS-PPD COOPERATION: PPD SYG SA CARNEIRO TOLD ME 

AT LUNCH MAY 18, THAT HE HAD MET THE DAY BEFORE WITH 
MARIO SOARES TO DISCUSS PS-PPD COOPERATION. MEETING 
HAD BEEN HARMONIOUS. SA CARNEIRO TOLDSOARES HE WOULD 
"NEITHER SYSTEMATICALLY SUPPORT NOR SYSTEMATICALLY 
OPPOSE SOCIALIST GOVERNMENT." HE WAS RECEPTIVE TO 
COOPERATING QUIETLY WITH SOCIALISTS. HE FORESAW NO 
DIFFICULTY IN THE ECONOMIC AREA. THE LABOR AREA, 

OR IN THE ADMINISTRATION OF GOVERNMENT. STUMBLING 
BLOCKS WERE LIKELY TO BE AGRICULTURAL REFORM WHERE THE 
PPD PROGRAM WAS AT SERIOUS VARIANCE WITH THE SOCIALIST 
POSITION AND THE ASSEMBLY. IN CONNECTION WITH THE 
LATTER, SA CARNEIRO THOUGHT THE SOCIALISTS' PRINCIPAL 
PROBLEM WOULD BE IN KEEPING ITS OWN RANKS IN LINE 
WHEN IT TOOK THE NECESSARY STEPS TO IMPOSE ECONOMIC 
AUSTERITY. SA CARNEIRO THOUGHT IT GOOD THAT SOARES 
WAS THINKING OF MOVING SALGADO ZENHA FROM FINANCE TO 
ASSEMBLY LEADER. SA CARNEIRO CONSIDERS ZENHA A POOR 
FINANCE MINISTER BUT A POTENTIALLY SKILLFUL FLOOR 
LEADER. SA CARNEIRO ONLY HALF FACETIOUSLY TOLD SOARES 
THAT IF IT "WEREN'T FOR THE SOCIALIST PROGRAM THERE 
WOULD BE NO NEED FOR THE PPD TO EXIST." 

2. SOCIALIST GOVERNMENT: SA CARNEIRO THOUGHT THE 
GOVERNMENT WOULD HAVE TO MOVE IMMEDIATELY ON AN 
ECONOMIC PROGRAM. RAPID AND FAR-REACHING CHANGES HAD 
TO BE MADE IN LABOR POLICY, PARTICULARLY ON LAY-OFFS, 

IF INVESTOR CONFIDENCE IS TO BE RESTORED. THE 
SOCIALISTS STRATEGY OF WHITTLING THE COMMUNISTS DOWN 
TO SIZE HAD NOT PRODUCED THE ANTICIPATED ELECTORAL 
RESULTS, PRINCIPALLY BECAUSE IT HAD NOT BEEN GIVEN 
ENOUGH TIME TO WORK. THE COMMUNISTS WOULD SEEN ENTER 
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INTO OPEN OPPOSITION AND WOULD CREAT SERIOUS PROBLEMS 
IN THE LABOR AREA. THE COMMUNISTS ALSO CONTINUE TO 
HOLD MANY KEY POSITIONS WITHIN THE BUREAUCRACY, 
PARTICULARLY IN THE CUSTOMS FACILITIES. JUST MAKING 
THE GOVERNMENT WORK WOULD BE AN ENORMOUS TASK, BUT 
SOARES HAD THE RIGHT APPROACH IN PLANNING TO 
SUBSTITUTE A RELATIVELY FEW NEMBER OF PORTFOLIOS FOR 
THE RIDICULOUS NUMBER THAT NOW EXISTED. 
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3. PPD STRATEGY: SA CARNEIRO OUTLINED THREE 
PRIORITIES FOR THE PPD: (A) STRENGTHEN THE PARTY'S 
INTERNAL STRUCTURE; (B) IMPROVE ITS OVERSEAS CONNEC- 
TIONS; (C) DEVELOP A CAPACITY IN THE LABOR AREA. HE 
LAD LONG FELT THE PARTY WAS TOOD DEPENDENT ON HIM 
PERSONALLY. HIS PLAN WAS TO CREATE A POST OF PRESIDENT 
(PRESUMABLY FOR HIMSELF) WHICH WOULD CONCENTRATE EX- 
CLUSIVELY ON POLITICAL AFFAIRS, AND PLACE AN ADMINISTRA- 
TOR IN THE POST OF SECRETARY GENERAL. THIS WAS THE 
MODEL FOLLOWED BY A NUMBER OF EUROPEAN PARTIES. A 
MAIOR EFFORT WOULD ALSO BE MADE TO CREATE A LABOR BASE 
FOR THE PPD. THE PARTY HAD ALREADY WON A FEW UNION 
ELECTIONS AND THOUGHT THAT WITH THE PROPER DEVELOPMENT 
OF LABOR CADRES IT COULD DIVERSIFY ITS SUPPORT. WHEN 
I NOTED SPECULATION THAT THE PPD WAS UNDER PRESSURE 
FROM THE CDS TO MOVE TO THE RIGHT BUT THAT PARTY 
LEADERS SEEMED TO WANT TO GO TO THE LEFT, SA CARNEIRO 
SAID THE PPD WAS TURNING NEITHER RIGHT NOR LEFT; IT 
WAS PLANNING TO MOVE AGGRESSIVELY IN THE LABOR AREA. 

I AGREED WITH THE IMPORTANCE HE ATTACHED TO LABOR. 
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AMCONSUL OPORTO 
AMEMBASSY PARIS 
AMCONSUL PONTA DELGADA 
USMISSION NATO 
DIA WASHDC 

USCINCEUR VAIHINGEN GER 
CONFIDENTIAL SECTION 2 OF 2 LISBON 3313 

4. THE PRESIDENCY: I NOTED THAT FEW PEOPLE REALLY 
KNEW WHAT EANES STOOD FOR. SA CARNEIRO SAID THIS WAS 
THE RISK IN SUPPORTING A MAN WHO SAID ALMOST NOTHING. 

EANES' INITIAL INTERVIEW WITH "A LUTA" (REFTEL) 

STRESSING SOCIALISM AND THE CONSTITUTION WAS A POLITICAL 
MISSTEP. ONE HAD TO RESPECT THE CONSTITUTION BUT IT 

WAS NOT NECESSARY TO PUSH IT. THE THREE PARTIES 
SUPPORTING EANES HAD SET UP A COMMITTEE TO WORK WITH 
HIM. THIS COWORKING ON THE PROGRAM EANES INTENDS TO ANNOUNCE TO- 
MORROW. IT REMAINS TO BE SEEN WHETHER THE PARTIES' 

ADVICE WOULD BE HEEDED. SA CARNEIRO DID NOT CONSIDER 
EANES A PARTICULARLY STRONG CAMPAIGNER BUT THOUGHT HE 
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WOULD WIN. HE WAS PERPLEXED BY AZEVEDO'S CANDIDACY 
AND WONDERED WHERE HIS SUPPORT WAS COMING FROM. AZEVEDO 
FOLLOWERS WERE CLAIMING THE AMERICANS WERE BACKING HIM. 

WHICH EVERYBODY KNEW TO BE FALSE. HE THOUGHT AZEVEDO 
WOULD CONDUCT A STRONG ANTI-COMMUNIST CAMPAIGN IN AN 
EFFORT TO WOO THE DEMOCRATIC PARTIES' MASSES AWAY 
FROM THEPARTIES' LEADERSHIP. 

5. COMMENT: THE MEETING BETWEEN SOARES AND SA 
CARNEIRO HAD OBVIOUSLY GONE WELL. SA CARNEIRO WAS 
MORE RELAXED AND CONCILIATORY THAN I HAVE SEEN HIM IN 
A LONG TIME. I SENSED THAT SOARES HAD HELD OUT TO HIM 
THE HOPE OF MORE FORMAL COOPERATION BETWEEN THE TWO 
PARTIES SOMEWHERE DOWN THE ROAD. IN ANY EVENT, SOARES 
MUST HAVE TURNED ON THE CHARM BECAUSE SA CARNEIRO 
SEEMED MORE THAN RECEPTIVE TO WORKING WITH SOARES; HIS 
PRINCIPAL CONCERNS WERE THE SOCIALIST PLATFORM AND 
THE PARTY'S LEFTWING. 

6. SA CARNEIRO'S RESPONSE ON FUTURE PARTY DIRECTIONS 
IS, OF COURSE, A NON-ANSWER. THE STRESS ON LABOR AND 
LIMITED COOPERATION WITH SOCIALISTS INEVITABLY IMPLY A 
TURN TO THE LEFT. 

CARLUCCI 
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